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ELSIE BRENNEMAN

MR. MATTSON: Okay. It is August
1st, 2012. The time is 10:47 in the morning.
My name is Special Agent M ke Mattson.

MR. PATTON: Tom Patton, Deputy
Attorney General .

MS. BRENNEMAN: El sie Brenneman,
Budget Of ficer for Parks.

MS. JORDAN: And Terry Jordan,
friend.

MR. MATTSON: Okay. And we're going
to go ahead and start this meeting now.

MR. PATTON: Okay. Thanks. So
we're | ooking at a time period that goes back
to at | east 2000, maybe even earlier than
that, and |I'm sure, as you know, people from
t he Department of Finance, the Controller's
office, everybody's studying these funds now
to see what's going on. Have you been -- have
you had the occasion yet to talk with anybody
else from any of these other agencies?

MS. BRENNEMAN: | haven't talked to
any of the other agencies about their funds.

MR. PATTON: No. | mean about the
Par ks fund.

MS. BRENNEMAN: Oh, no.
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ELSIE BRENNEMAN

MR.
been
Controllers.

MS.
afternoon.

MR.

MS.
Fi nance this

MR.

| realize that

interviewed yet

PATTON: Okay. So you haven't

by the Finance or

BRENNEMAN: No. That's this
PATTON: Okay.

BRENNEMAN: | get Department of
afternoon.

PATTON: Al'l right. And it's --

there's probably some amount of

stress involved now. All of a sudden, you've
got all these agencies wanting to open the
books, teach me, show me what's going on. And
we just appreciate you taking the time to do

t hat . We don't really mean to put you under a
| oad of stress, but you happen to be in one of

the seats where you probably have some

knowl edge about

numbers because you - -

MS. BRENNEMAN: Correct.

MR. PATTON: -- just told me you're
t he Budget Officer --

MS. BRENNEMAN: | " m the Budget
Of ficer.

MR. PATTON: -- for Parks.

MS. BRENNEMAN: Yes.
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ELSIE BRENNEMAN

MR. PATTON: Now, you've been Budget
Of ficer for Parks since when?

MS. BRENNEMAN: February of 2011.

MR. PATTON: And where were you
before that?

MS. BRENNEMAN: Depart ment of
Personnel Adm nistration.

MR. PATTON: And what did you do
there?

MS. BRENNEMAN: | was the Budget
Of ficer.

MR. PATTON: And for how | ong?

MS. BRENNEMAN: | believe five
years, four and a half.

MR. PATTON: Okay. So you've got
some budget experience. What's your -- before
DPA?

MS. BRENNEMAN: | was at I ntegrated
Wast e Management Board, which is now Cal
Recycl e.

MR. PATTON: And what was your | ob
there?

MS. BRENNEMAN: Budget Officer.

MR. PATTON: Wo w.

MS. BRENNEMAN: | " ve been the

Page 4

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

ELSIE BRENNEMAN

budget -- in the budget office for fifteen
years.

MR. PATTON: Okay. When you say
"Budget Officer"” -- so how |long were you
Budget Officer for Integrated Waste
Management ?

MS. BRENNEMAN: Probably six years.

MR. PATTON: Okay. Now, when | hear
the title Budget Officer, | get -- | have the
| mpression, just based on the Orrick chart
| ve seen with Parks, that that's the top
person - -

MS. BRENNEMAN: Manager .

MR. PATTON: -- over the -- the
manager over the budget aspect.

MS. BRENNEMAN: Correct.

MR. PATTON: Okay. Not necessarily
t he manager of all adm n services, but the
manager over the budget.

MS. BRENNEMAN: Just manager over
t he budget office.

MR. PATTON: Yeah, yeah. You don't
have to try to answer a question, Terry.

MS. JORDAN: Oh, | didn't. | was
just shaking my head.
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ELSIE BRENNEMAN

MR. PATTON: That's all right. So
you -- which is impressive. So you've been -
for fifteen years, you've been a budget
of ficer. | ve been in the budget office for
fifteen years --

MR. PATTON: Yeah.

MS. BRENNEMAN: -- Budget Officer
probably el even.

MR. PATTON: I think so.

MR. MATTSON: Ki nd of worked your
way up?

MS. BRENNEMAN: Um hum.

MR. PATTON: ' m going to give you
credit for twelve, five years at DPA, six at
| ntegrated Waste, and over a year here. So
" m -- anyways. And then before that, you
wor ked Budgets but at a | ower --

MS. BRENNEMAN: | was a budget
anal yst.

MR. PATTON: Okay. At I ntegrated
Wast e?

MS. BRENNEMAN: | nt egrated Waste.

MR. PATTON: Okay. For what? Like
three years?

MS. BRENNEMAN: Um hum.
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ELSIE BRENNEMAN

MR. PATTON: Yeah?

MS. BRENNEMAN: Yeah, probably.

MR. PATTON: You got promoted quick.
You're obviously --

MS. BRENNEMAN: Yes.

MR. PATTON: -- a budget star then.

MS. BRENNEMAN: Well, maybe.

MR. PATTON: A budget anal yst, Waste
Management . You must have -- you must have
some kind of accounting background or
somet hi ng or --

MS. BRENNEMAN: No.

MR. PATTON: -- you're just really
good with numbers.

MS. BRENNEMAN: Just the numbers. I
understand the numbers. | can see the big
picture kind of a thing is | think what was
the benefit for me --

MR. PATTON: Uh- huh.

MS. BRENNEMAN: -- understanding the
funds. | ntegrated Waste was a | ot of speci al
funds also so --

MR. PATTON: Was this budget anal yst
at I ntegrated -- at Integrated Waste

Management, was that your -- was that where
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ELSIE BRENNEMAN

you started your state employment?

MS. BRENNEMAN: | started at
| ntegrated Waste Management as an office
assi stant.

MR. PATTON: Okay. What year?

MS. BRENNEMAN: ' 93.

MR. PATTON: Okay. As office
assistant?

MS. BRENNEMAN: Um- hum.

MR. PATTON: So in a short nineteen
years -- and in fact, you -- sSOo you were --
and you were made Budget Officer at the Waste

Management in what year? Do you remember ?

MS. BRENNEMAN: No, | don't, but I
can give that to you. Il could find it.
MR. PATTON: Well, if | subtract

twel ve years from now, it takes me down to
2000.

MR. MATTSON: 2000.

MS. BRENNEMAN: Um- hum.

MR. PATTON: So within about seven
years, you were made a Budget Officer.

MS. BRENNEMAN: Probably, yeah.

MR. PATTON: Yeah. That's good.

You don't have a -- you don't have an
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ELSIE BRENNEMAN

educational background in this?

MS. BRENNEMAN: No.

MR. PATTON: What's your educational
background?

MS. BRENNEMAN: Just high school.

MR. PATTON: Real | y?

MS. BRENNEMAN: Um hum.

MR. PATTON: Wo w. Very i mpressive.
Okay. So nineteen years in. Started at 17,
so you're just about to turn 36, and you've
been running the Budgets now for twelve years.
That's very good. | It ke numbers, too, but a
couple of my presumptions may have been off by
a year or two. So tell me -- you've seen
these numbers of underreported funds, and |I'm
really just going to concentrate for quite a
bit of this discussion. This top line is the
State Parks and Rec Fund - -

MS. BRENNEMAN: Um hum.

MR. PATTON: -- which |I"m |l ooking at
numbers that indicate a fairly consistent
di fference between what's reported -- been
reported to the Department of Finance versus
what's being reported to State Controller's

Of fice of about twenty mllion dollars.
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ELSIE BRENNEMAN

MS. BRENNEMAN: Um hum.

MR. PATTON: You -- are you aware of

this at all ?

MS. BRENNEMAN: Yeah. | think this

Is the --

MR. PATTON: This is a very
simple --

MS. BRENNEMAN: Ri ght . Thi s
very simple --

MR. PATTON: This is a very

S a

simplified form for those of us who don't

understand much.

MS. BRENNEMAN: Ri ght .

MR. PATTON: But -- so we're good at
| ooki ng at the bottom |line number. What do
you -- just -- | mean, tell me the story.

What do you know, if anything, about

underreported funds?

MS. BRENNEMAN: | don't know when or
how t he reports got off. When | first got
here, | started | ooking at the fund bal ances

trying to understand the department, what

their funds were. So | started | ooking at the

fund conditions, the normal governor's

budget-type documents and noticed that

t he
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ELSIE BRENNEMAN

numbers were off. - -

MR. PATTON: Whi ch numbers were off?
What were you comparing?

MS. BRENNEMAN: The fund -- the
bal ance bet ween what was reported on the
Controllers and in the year-end statements
versus what was in the governor's budget.

MR. PATTON: So tell me what those
reports are call ed. What is reported to the
Controller? What do you call that?

MS. BRENNEMAN: They have their
year-end statements that the accounting office
submts to Controllers.

MR. PATTON: Year - end accounting
office statements.

MS. BRENNEMAN: Correct.

MR. PATTON: So that's -- Accounting
is -- that's Dorothy Kroll's --

MS. BRENNEMAN: Ri ght .

MR. PATTON: -- unit, right?

MS. BRENNEMAN: Ri ght .

MR. PATTON: Year -end accounti ng
office statements go to Controller?

MS. BRENNEMAN: Um hum.

MR. PATTON: So you're | ooking at
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ELSIE BRENNEMAN

Dorothy Kroll's --

MS. BRENNEMAN: | | ooked at some of
Dorothy's - -

MR. PATTON: -- operation and
number s?

MS. BRENNEMAN: -- numbers, but |
went and | pulled the report off of
Controller's Web site, and |I'"m sorry, | can't
remember the name of the report. It's one of
my favorites. | just click on it on the
Internet and it's there. But | | ooked at

their report, and their report is basically
pulling the information that Dorothy submts
In the year-end statements and summari zes them
and puts them on the Web site for each of the
funds.

MR. MATTSON: About what year was
this when you started | ooking at it?

MS. BRENNEMAN: It was just right
after | got here, so it was | ast year,
probably April.

MR. MATTSON: April of |l ast year?

MS. BRENNEMAN: | got here in
February.

MR. MATTSON: Okay. So April of
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ELSIE BRENNEMAN

| ast year.
MS.
April of
numbers.
MR.

MR.

| ast

BRENNEMAN: So it was probably
year | started | ooking at the
MATT SON: Okay.

PATTON: So this is what

Dorothy's operation basically transmts to

Controller and gets posted then on their Wb
site?

MS. BRENNEMAN: Correct.

MR. PATTON: So any -- | can go | ook
at it if I knew what the |ink was --

MS. BRENNEMAN: Yes.

MR. PATTON: -- and if I knew what
to | ook at?

MS. BRENNEMAN: Correct.

MR. PATTON: Okay. And so you
noticed then what?

MS. BRENNEMAN: That the numbers

were different

from what

was on Controller's

versus governor's Web site.

MR. PATTON: I's that surprising? |Is
it -- what did you think? And basically,
you're |l ooking then also at what your unit
is -- has previously reported to Finance for
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ELSIE BRENNEMAN

the governor's budget.

MS. BRENNEMAN: Correct. And so
that's -- | mean, when | first noticed it, |
wasn't sure if it was just maybe a cal cul ation
error. | was trying to understand how the
previ ous budget office ran, how they devel oped
their fund conditions, what information did
they record, why did -- so |I didn't know where
the error happened or if it was just a
cal cul ation error --

MR. MATTSON: So you were --

MS. BRENNEMAN: -- or if it was just
a calculation error, something went wrong.

MR. MATTSON: You were trying to
figure out whether it was a calculation

accounting error or something other than that?

MS. BRENNEMAN: Ri ght . And | -- at
the time, | was just | ooking back at maybe two
or three years. | wasn't -- | didn't dive

Into ten years --
MR. PATTON: Um hum.
MS. BRENNEMAN: -- ten years back.
MR. PATTON: You were comparing both
reports?

MS. BRENNEMAN: Correct.
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ELSIE BRENNEMAN

MR. PATTON: Okay.

MS. BRENNEMAN: So then | went and
pulled all of the reports that kind of tied
back to them and - -

MR. PATTON: Goi ng back how far?

MS. BRENNEMAN: Just |ike the
previ ous year, maybe the year before that, and
| didn't --

MR. PATTON: About three years'

worth?
MS. BRENNEMAN: Um hum.
MR. PATTON: Okay.
MS. BRENNEMAN: And | did notice
that there was little things that was reported

i ncorrectly on the fund condition, not
anything that would generate the
twenty-mllion-dollar difference.

MR. PATTON: Um hum.

MS. BRENNEMAN: And so it was
obvious that it was something that had
happened years back.

MR. PATTON: Did you ever go farther
back then and see where it started?

MS. BRENNEMAN: | have not had an

opportunity to really dive into going farther
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ELSIE BRENNEMAN

back to see what happened and why.

MR. PATTON: Do you know how f ar
back the records and budget go? Do you even
know whet her you can go that far back?

MS. BRENNEMAN: | know that we have
our fund conditions that go pretty far back,
and we can probably get the accounting
statements that go just as far. Il don't --

MR. PATTON: When you say "fund
conditions,"” is that the DOF reports?

MS. BRENNEMAN: That's the
governor's budget, yes.

MR. PATTON: Okay.

MS. BRENNEMAN: The fund condition
I s DOF.

MR. PATTON: You call that a fund
conditions report?

MS. BRENNEMAN: Um hum.

MR. PATTON: Okay. Not a budget
report to DOF; it's called the fund
conditions?

MS. BRENNEMAN: It's called the fund
condition.

MR. PATTON: Okay. Okay. So
that's --
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ELSIE BRENNEMAN

MS. BRENNEMAN: And it's a statement
of their funds that we talk -- in there, we
di splay revenue received versus expenditures.

MR. MATTSON: The fund conditions go
to the Department of Finance?

MS. BRENNEMAN: Correct.

MR. PATTON: Yes.

MR. MATTSON: Is it a different name
for the report that goes to the Controllers or
is it the same name?

MS. BRENNEMAN: From Controllers,
It's submtted through the accounting office.

MR. MATTSON: Uh- huh.

MS. BRENNEMAN: So it's a year-end
st at ement .

MR. MATTSON: So year-end statement
goes to the Controllers, and fund conditions
go to Finance?

MS. BRENNEMAN: Correct.

MR. PATTON: Yeah. See, we're
just -- we don't know much about |ingo, but
"' m maki ng the same note. Budget report is
fund condition statement.

MS. BRENNEMAN: Um hum.

MR. PATTON: And accounting report
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ELSIE BRENNEMAN

Is the year-end accounting statement.

MS. BRENNEMAN: Correct.

MR. PATTON: Right? Okay. Now,
when you discovered this discrepancy, you say
you | ooked trying to see if you could identify
what errors m ght be in the budget report that
caused this to be lower than the accounting
year-end report. You weren't able to
i dentify -- you said you identified some small
errors but nothing that accounted for the
whol e t hing. So what did you do? Did you
talk to anybody about this?

MS. BRENNEMAN: Yes. | notified the
Admi n Deputy Director which was Manuel Lopez
at the time.

MR. MATTSON: And that was back in
November or was that different?

MR. PATTON: April of 20017

MR. MATTSON: | " m sorry, April --

MS. BRENNEMAN: No. That was about
April of 2011. It was | ast year.

MR. PATTON: Yeah. Two mont hs after
you started, you noticed this. You went to
the admn --

MS. BRENNEMAN: The adm n deputy.
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ELSIE BRENNEMAN

MR.
MS.
MR.

PATTON: Admi n Deputy Director?
BRENNEMAN: Correct.
PATTON: He's the top person in

Admi n Services?

MS. BRENNEMAN: Yes.

MR. PATTON: Okay. Not a -- not an
assistant adm n - -

MS. BRENNEMAN: | notified the
assistant and the deputy.

MR. PATTON: You notified adm n
director -- Deputy Director Lopez?

MS. BRENNEMAN: Um- hum.

MR. PATTON: And you notified the
assistant who -- Assistant Adm n Deputy
Director who was?

MS. BRENNEMAN: Dave Saxby.

MR. PATTON: Dave Saxby. And what
happened after you notified them? What did
t hey have to say about it?

MS. BRENNEMAN: Manuel - -

MR. PATTON: Take them one at a
ti me.

MS. BRENNEMAN: Manuel knew that

t here was a f

MR.

und bal ance difference.

PATTON: He told you he knew
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ELSIE BRENNEMAN

t hat ?

MS. BRENNEMAN: Yes - -

MR. PATTON: Okay.

MS. BRENNEMAN: -- he told me he
knew t hat.

MR. PATTON: Al'l right.

MS. BRENNEMAN: He told me that we
were not going to correct it when we were
buil ding our budget in the fall because we
were going through general fund cuts, and
there was the concern that our general fund
woul d be reduced even more.

MR. PATTON: Okay.

MS. BRENNEMAN: | also brought it up
to the -- or raised it to the Assistant
Director which was M chael Harris.

MR. PATTON: Let's -- okay. Hang
on.

MS. BRENNEMAN: Okay.

MR. PATTON: You told me you also
reported this to the Assistant Adm n Deputy
Director Dave Saxby.

MS. BRENNEMAN: Um- hum.

MR. PATTON: And did you have any

conversation with Dave Saxby about what you

Page 20

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

ELSIE BRENNEMAN

were reporting?

MS. BRENNEMAN: It was in the same
briefing with Manuel, so it was what Manuel's
direction was that Dave did have --

MR. PATTON: So you had a -- there
was a meeting where you sat down and tal ked
with both Lopez and Saxby together --

MS. BRENNEMAN: Yes.

MR. PATTON: -- and said, hey, | see
that we're twenty mllion off.

MS. BRENNEMAN: Correct.

MR. PATTON: And they said, yeah.

So Lopez did the tal king; Saxby didn't say

anyt hing?

MS. BRENNEMAN: | don't recall if
Dave had any comments on it, and | know that
the direction |I got was from Manuel .

MR. PATTON: Okay. Hang on one
second. So you -- when you went to him-- |
guess I'"'mtrying to figure out how this -- so
you go and you ask to talk with Manny. You' re
| i ke, here | am, |'ve got reports, |'m |l ooking
at reports, something's off.

MS. BRENNEMAN: Um hum.

MR. PATTON: And how do you end up
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ELSIE BRENNEMAN

having a meeting then with both Manny and Dave
Saxby at the same time? Does he say, come
back, we'll have a meeting?

MS. BRENNEMAN: No.

MR. PATTON: Dave just happens to be
there?

MS. BRENNEMAN: Dave was there.

Dave and Manuel were -- a |lot of the
budget-type briefings or meeting that we had,
Dave was al ways involved.

MR. PATTON: Okay. So you go over
to give Manny a briefing about what you've
di scovered. Dave's there, and Manny does the
tal king is what you're telling me?

MS. BRENNEMAN: Correct.

MR. PATTON: Dave doesn't say
anyt hing?

MS. BRENNEMAN: | don't recall if
Dave had any comments or not.

MR. PATTON: Okay. Okay. How many
such conversations did you -- did you only
have the one conversation?

MS. BRENNEMAN: Oh, no. We had
mul ti ple conversations about it.

MR. PATTON: Why? Tell me about --
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ELSIE BRENNEMAN

MS. BRENNEMAN: And it was al ways - -

MR. PATTON: -- other conversations.

MS. BRENNEMAN: Well, because we
were talking, | was trying to figure out what
was the best way to us -- for us to start

maki ng the numbers right, and | kept getting
the we don't want to make -- we don't want to
fix it at this time because of the general
fund cuts that we're taking.

MR. PATTON: You say "to start
making it right". Did you make some sort of
proposal to Manny and/or Dave Saxby of let's
start trying to make this right, 1ike
i ncrementally is what | hear when | hear
"start making it right".

MS. BRENNEMAN: No, just | ooking at
how we can correct the problem, if it needs to
be adjusted in the prior year adjustment
numbers - -

MR. PATTON: Uh- huh.

MS. BRENNEMAN: -- or is it an
expenditure probl em And t hat was part of
just really trying to understand what
happened.

MR. PATTON: Uh- huh. Woul d you
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ELSIE BRENNEMAN

characterize

It as you had multiple

di scussions with Manny Lopez and Saxby --

MS. BRENNEMAN: Yes.

MR. PATTON: -- about this?

MS. BRENNEMAN: Yes.

MR. PATTON: So over what period of
time?

MS. BRENNEMAN: Oh, probably
t hrough - -

MR. PATTON: Until the day he left?

MS. BRENNEMAN: Probably through
budget devel opment when we were really trying
to put the numbers together --

MR. PATTON: For the | ast budget --

MS. BRENNEMAN: -- and showi ng
t hat - -

MR. PATTON: -- so last November?

MS. BRENNEMAN: Ri ght .

MR. PATTON: Okay.

MS. BRENNEMAN: Showi ng that the
numbers were different. And | made the
comment that all Finance has to do is go pul
Controller's report, and they'll see the
numbers are off.

MR. PATTON: Um- hum. What did they
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say to that?

MS. BRENNEMAN: Not hing really. I

mean, it was just |ike --
MR. PATTON: They nod their head?
MS. BRENNEMAN: -- well, they --
yeah.

MR. PATTON: Did they wink?

MS. BRENNEMAN: They were |ike,
yeah, they can. So I"'mlike, this could be
out in the open at any m nute, and so it was
| i ke, yeah, it can be.

MR. MATTSON: How did you feel about
their comments to you? | mean, what was your
ki nd of --

MS. BRENNEMAN: | mean, | understood

where they were comng fromwith the general

fund cuts that we were taking. | wanted to
fix the numbers. | wanted to make them right.
| wanted to -- for at |least to be closer to

what it should be and not be the twenty
mllion dollars off.

MR. PATTON: So you wanted to kind
of incrementally take some steps?

MS. BRENNEMAN: Ri ght .

MR. PATTON: Go ahead. | cut you
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of f.
MS. BRENNEMAN: No, that's okay.
MR. PATTON: How were you going to

do incremental steps? You said something

about -- excuse me. ' m sorry. "1l turn
this off. You tal ked about the prior year
bal ance.

MS. BRENNEMAN: The prior year
adjustment is where we make adjustments for -

MR. PATTON: Okay. You saw t hat as
one area where --

MS. BRENNEMAN: One area we could
fix it.

MR. PATTON: -- you mi ght be able
to -- okay. But you wouldn't be able to fix
the whole thing?

MS. BRENNEMAN: We could have.
mean, that's --

MR. PATTON: You change - -

MS. BRENNEMAN: -- we definitely
could have.

MR. PATTON: -- prior year bal ance
by twenty mllion you coul d.

MS. BRENNEMAN: Yes, we coul d.

MR. PATTON: Okay. And | know I'm
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silly. "' m sorry. And you were told -- so
when you suggested maybe some | ess than twenty
mllion dollar fixes, which it sounds |ike
what you -- you're nodding your head yes.

MS. BRENNEMAN: Ri ght . Yeah, that
woul d - -

MR. PATTON: You were --

MS. BRENNEMAN: That would have been
an option for us to put the numbers out there
wi t hout it being an oh, my God, we have twenty
mllion dollars --

MR. PATTON: So that was a thought
and somet hing that you expressed?

MS. BRENNEMAN: Yes.

MR. PATTON: And we don't have to
necessarily tackle the whole thing all at
once, yes?

MS. BRENNEMAN: Yes.

MR. PATTON: And -- but they
weren't -- Manny wasn't receptive so that
ei ther?

MS. BRENNEMAN: No. They did not
want to fix --

MR. PATTON: Okay.

MS. BRENNEMAN: -- the
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di screpanci es.

MR. PATTON: What did you call it?
The prior year fund bal ance?

MS. BRENNEMAN: Prior year
adj ust ment .

MR. PATTON: Prior year adjustment.
Maybe adjust -- the prior year adjustment.
Okay. Got it. Okay. So basically, you got
nowher e?

MS. BRENNEMAN: Ri ght .

MR. PATTON: Lopez --

MS. BRENNEMAN: Correct.

MR. PATTON: -- did not want to
adj ust it. Di d Saxby ever weigh in and say
anything?

MS. BRENNEMAN: | think he was kind
of along the same I|ine. | mean, | understood

why Manuel was going where he --

MR. PATTON: Why ?

MS. BRENNEMAN: -- saying that we
Shouldn't have -- we shouldn't make the
corrections because of the general fund cuts
that we're taking. | think Dave was along the
same |lines of we're getting a huge cut right

now from our general fund, as soon as we show
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t hat we have twenty million dollars more in
our -- we call it SPRF, our State Parks and
Recreation Fund - -

MR. PATTON: Um- hum.

MS. BRENNEMAN: -- that there's a
risk that they're going to take more genera
fund from us.

MR. PATTON: What did you think
about that reasoning?

MS. BRENNEMAN: | didn't have the
hi story of the department to really have an
opi nion about it. | mean, | know that from
what they were saying they had taken general
fund cuts in the past, a | ot of general fund
cuts in the past, and so | just kind of
understood their trying to -- | think, just
ki nd of protect what they have --

MR. PATTON: Um- hum.

MS. BRENNEMAN: -- or had to support
the system, the park system, the revenue that
t hey had.

MR. PATTON: Yeah. So this was
al ways the articul ated reason?

MS. BRENNEMAN: Yes.

MR. PATTON: We'll take more general
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fund hits?

MS. BRENNEMAN: Yes.

MR. PATTON: Now, this is all
t hrough 2011, fromthe time you start until
t he next budget is getting ready to be

transmtted over to DOF in November 2011,

right?

MS. BRENNEMAN: Correct.

MR. PATTON: The one that gets sent?

MS. BRENNEMAN: Um hum.

MR. PATTON: And isn't it -- during
2011, weren't -- wasn't the department facing
all this park closure? | mean, they're

al ready taking tremendous hits, right?

MS. BRENNEMAN: Ri ght .

MR. PATTON: | ve seen this poster
i n somebody's office that's like -- it's a
gl ossy multicol ored poster that talks about
the park seventy -- the seventy park closure
Il ssue and who's stepping up to the plate from
what organization to try to help. Thi s was
all going on in 2011, wasn't it?

MS. BRENNEMAN: Yes.

MR. PATTON: So you've got -- so
basically, it's |ike you're facing some severe
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budget problems as it is
MS. BRENNEMAN: Correct.
MR. PATTON: Okay. So this is the

climate.

MS. BRENNEMAN: Um- hum.

MR. PATTON: And so what they keep
telling you is we're afraid they'll cut this

general fund even more if they find out we
have more money than we've been saying.

MS. BRENNEMAN: Correct. And t hat
was the same message that | got from M chae
Harris when | brought it up to him

MR. PATTON: Al'l right. So let's go
to that then. So throughout 2011 as you're
| eading up to getting ready -- getting the
budget over to DOF or, to use the termi nol ogy
correctly, the fund condition statement,
right?

MS. BRENNEMAN: Yes.

MR. PATTON: You -- at some point,
you then go to M chael Harris.

MS. BRENNEMAN: Yes.

MR. PATTON: When was that?

MS. BRENNEMAN: | don't recall when.
It was probably soon -- maybe a month or two
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after | initially brought it up to Manuel.
MR. PATTON: Okay. So by -- you say
you went to manual in about April --

MS. BRENNEMAN:  April.

MR. PATTON: -- S0 by May or June?

MS. BRENNEMAN: Yes.

MR. PATTON: You go to Harris
directly?

MS. BRENNEMAN: Yes.

MR. PATTON: Just by yoursel f?

MS. BRENNEMAN: | believe Dave was
with me, but | honestly don't remember
exactly --

MR. PATTON: Dave Saxby?

MS. BRENNEMAN: -- who was with me.
Yes.

MR. PATTON: Okay.

MS. BRENNEMAN: And the -- when
first went to talk to Manuel -- | mean talk to
Mi chael Harris, it wasn't -- the intent wasn't
to go up there and tell him about the fund

bal ance; we were just discussing the funds,
what was going on with the department, the
cuts and that kind of thing, and then | raised

the issue to him of, oh, and by the way, you
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know we have a fund bal ance that's not being
reported in the governor's budget. And he was
al so aware of the fund bal ance.

MR. PATTON: What did he say?

MS. BRENNEMAN: He says, oh, yeah, |
know about that. And he said the same things

t hat Manuel had said, but if we show it, then

we run the risk of getting our -- having our
general fund reduced even more. He said --
and | don't recall exactly, he said something
about, oh, yeah, the twenty mllion dollars

was an error that happened a long time ago,
but we haven't fixed it.

MR. PATTON: So Harris says, yeah,
we know about that?

MS. BRENNEMAN: Yes.

MR. PATTON: What el se did he say,
to the best of your recollection?

MS. BRENNEMAN: That it was an error
t hat happened a couple of months -- a couple
years ago or many years ago. | don't remember
exactly how |l ong he said, but that was never
corrected.

MR. PATTON: Okay. And he al so

expressed concern about correcting it?
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MS. BRENNEMAN: Yes.

MR. PATTON: What did he say?

MS. BRENNEMAN: Same senti ment as
Manuel : if we show we have significantly more
funds in our SPRF or State Parks and Rec
Fund - -

MR. PATTON: You can call it SPRF.
We know what SPRF i s.

MS. BRENNEMAN: Yeah, okay. That we
run the risk of having more general fund
reductions.

MR. PATTON: Okay. So did he tell
you then, we're not going to fix it?

MS. BRENNEMAN: Yes.

MR. PATTON: He di d. He -- so he
was very clear, we're not going to do
anyt hing?

MS. BRENNEMAN: Ri ght .

MR. PATTON: How -- to steal
M chael's next question, how did you fee
about that?

MS. BRENNEMAN: Agai n, just being
new to the department, not understanding the
dynam cs of the department, the cuts that they

had taken in the past, just still trying to
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feel my way through, | was new to the

depart ment and new as the Budget Officer, |
wanted to make the numbers right, but taking
direction from my managers --

MR. PATTON: Um hum.

MS. BRENNEMAN: -- what they wanted
me to do.

MR. PATTON: Did you ever ask them
if the director was aware?

MS. BRENNEMAN: No.

MR. MATTSON: Did you ever think
about going and talking to the director?

MS. BRENNEMAN: | didn't only
because everybody knew about it. I mean, when
| brought it up to Manuel and M chael, they
knew about it. So | didn't think that it was
somet hing that they weren't aware of and they

were just trying to hide; you know what |

mean?

MR. MATTSON: Yeah.

MS. BRENNEMAN: It wasn't |ike that.
It wasn't |ike what?

MR. PATTON: Based on these
di scussions, did you assume the director then

was aware?
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MS.
knew.

MR.

BRENNEMAN: | assumed that she

PATTON: But you didn't know

t hat for sure?

MS.

knew, but |

BRENNEMAN: | assumed that she

don't -- | can't say for sure that

she knew because | never had a personal

conversation with her. Nobody ever told me,

oh, and Ruth's aware of this.

MR.

MS.
she did.

MR.
or Lopez or

MS.

MR.
awar e?

MS.

MR.

said to you

PATTON: And so you didn't --
BRENNEMAN: So I can't say that

PATTON: You didn't ask Harris

Saxby - -
BRENNEMAN: No, | do not.
PATTON: -- i f the director was

BRENNEMAN: No.
PATTON: Okay. And nobody ever

the director was aware?

MS. BRENNEMAN: No.

MR. PATTON: You just kind of
assumed since all the people you were talking
to above you were well aware?

MS. BRENNEMAN: Yes. They were wel l
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aware of the issue. They were well aware that
there was a fund bal ance, and they -- | mean,
it wasn't |ike an oh, my God, are you kidding
me, we have this money. It was |i ke, oh,
yeah, we know.

MR. MATTSON: Ki nd of underplaying
it al most?

MS. BRENNEMAN: Yeah.

MR. PATTON: Did they -- did it
cause you concern that here's this report that
your part of the operation is responsible for
and you know it's in error --

MS. BRENNEMAN: Um hum.

MR. PATTON: -- did that cause you
concern? How did you feel about the fact that

that's going over and it's not getting

corrected? | mean, obviously, you've told
me -- and |'m sorry to cut you off from your
answer already. Obvi ously, you've told us

t hat your bosses said --

MS. BRENNEMAN: Ri ght .

MR. PATTON: -- don't worry. So
what did you think about that?

MS. BRENNEMAN: Ri ght . And no,

had concern, and like | said, | told them I
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says, all the Department of Finance has to do
I's go pull Controller's report and it's out
t here.

MR. PATTON: Um hum.
MS. BRENNEMAN: So why don't we get

ahead of it and make it right? | really
wanted to make them right. | don't I|ike
subm tting incorrect information. That's not
who | am. That's not - -

MR. PATTON: | guess I'mtrying to

understand what your mindset was then during
t hat year because you now have told me, yeah
| didn't feel great about that.

MS. BRENNEMAN: Ri ght .

MR. PATTON: I know that somet hing
that's not correct is going and |I'm invol ved,
peopl e above me are telling me that's just the
way it is, live with it.

MS. BRENNEMAN: Ri ght .

MR. MATTSON: Il think I -- what it
Is is, because |I'm not a budget person, Tom s
not a budget person, and you work in there.
And | guess the climate over there is you know
basically when you're working with these

numbers, you're filing these reports, you Kkind
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of know what's right, you know what's wrong,
how, in the terms of a budget world, is
something that's really wrong, is this

somet hing that you think that, man, this is
really bad, we got to fix this? How was your
whol e attitude towards the thing?

MS. BRENNEMAN: | know that the
numbers were wrong, but | didn't -- | don't
think I was |ike, oh, my God, the world's
going to fall --

MR. PATTON: The sky's falling?

MS. BRENNEMAN: -- the sky's falling
because of this, because bottom |line, the
money was there. It was -- we weren't
overspendi ng. It was money that was left in
t he account. We didn't have authority to
spend the money anyway. And the governor's
budget does typically show what you're
expenditures are and where -- what you're

proposing to spend in the out years, but it's

a point in time, and the numbers -- the second
we give it to Finance, it's different the next
day, because that's the way it works. | mean,

when you submit your year-end statements, that

| ast month of numbers is an accrual . We're
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turning around and saying it's an esti mate of
we think we're going to spend this much, and
we think we're going to bring in this much in
revenue. So the second we give it to Finance,
It's --

MR. PATTON: Let me ask --

MS. BRENNEMAN: -- going to be
adj usted the next year.

MR. PATTON: -- a coupl e of
foll ow-ups on this. So you know that the
department's been living with this secret for
a while. You're not sure how far back.
mean, they're telling you --

MS. BRENNEMAN: Ri ght .

MR. PATTON: -- it's been |like that
for a number of years, but you don't --

MS. BRENNEMAN: Ri ght . | was told
t hat the previous Budget Officer knew about it
and had raised it al so.

MR. PATTON: Um hum.

MS. BRENNEMAN: Il mean, | can't say
for sure; | wasn't involved in those meetings
but - -

MR. PATTON: And -- yeah. And so

you know that you got this report that's going
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over, the fund condition statement that's not
entirely right. Were you -- sO as you're
goi ng about your day-to-day, | mean is this
wei ghing on you or do you ever think to
yourself maybe | should go and tell somebody
else? What did you think or did you just --
MS. BRENNEMAN: No.
MR. PATTON: Tell me what you

t hought .

MS. BRENNEMAN: | mean, | felt
that -- | didn't feel the urgency, | guess,
because they all knew about it.

MR. PATTON: Um- hum, okay.

MS. BRENNEMAN: And it wasn't a
surprise to them If it was a surprise to

them and they turned around and said, oh, no,
we're not going to show it, then | probably
woul d have felt a little more --

MR. PATTON: Um- hum.

MS. BRENNEMAN: -- drive to raise it
up even higher.

MR. PATTON: Okay.

MS. BRENNEMAN: But because they all
knew about it, it was almost |ike it was

normal for them that they had known about it
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for a while and they were perfectly
comfortable with it.

MR. PATTON: Yeah.

MS. BRENNEMAN: So - -

MR. PATTON: Okay.

MS. BRENNEMAN: -- | didn't fee
| i ke an urgency of themreally trying to hide
anyt hing.

MR. PATTON: Um hum.

MS. BRENNEMAN: And again, being new
to the department, knowi ng everything that was
happening with the cuts already, | didn't know
the history of how many cuts they had taken in
t he past, what the reasoning was behind that.
| didn't want to be the one turning around and
saying, oh, we have twenty mllion dollars,
hell o governor, we have twenty million
doll ars, and then him saying, oh, that's nice,
Ms. Brenneman, thank you, we're going to take
anot her twenty mllion dollars from your
general fund.

MR. PATTON: What were you going to
ask?

MR. MATTSON: Well, it sounds

|l i ke -- you said that you guys have to have
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authority to spend it?

MS. BRENNEMAN: Correct.

MR. MATTSON: So they've got this
twenty mllion dollars in an account that
they're hiding from everybody; they're not
telling -- they're not disclosing to the
Budget Finance Department that they have it.

MS. BRENNEMAN: Which is -- | mean,
it's a public document. Anybody coul d have
gone to the Controller's Web site.

MR. MATTSON: Exactly. The

Controller -- all the Controllers have to do
I's call the Finance and say, hey, we've got
this twenty mllion dollars, do you show that,

and they would have known.

MS. BRENNEMAN: Ri ght .

MR. MATTSON: So they have to have
authority to spend it anyway, so basically
they've got a pot of twenty million dollars
t hat they can't do anything with anyways.

MS. BRENNEMAN: Correct.

MR. MATTSON: So what do you think
the -- | mean, | know they kept saying that,
well, if we show them, they're going to take

more of our general fund, but they couldn't
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use it anyways. It al most is --

MS. BRENNEMAN: Correct.

MR. MATTSON: It doesn't make much
sense.

MS. BRENNEMAN: Ri ght . And | think
t hat they thought maybe -- and |I'm putting
words in their mouth. | don't know for sure,;

| didn't have the conversations with them

But if it came out and general fund was going
to be reduced, it probably would have been,
okay, well, we have this, give us the
authority to spend it then, to offset.

MR. MATTSON: So they're a rainy day
fund?

MS. BRENNEMAN: Ri ght .

MR. PATTON: Or break glass in case
of emergency, sound the alarm

MS. BRENNEMAN: Correct.

MR. PATTON: We' ve been hol di ng on
to this, haven't told you, now we're out with
it.

MS. BRENNEMAN: Um hum.

MR. MATTSON: And you feel -- and
you kind of alluded to this, too, that there

wasn't really -- it doesn't sound |ike anybody
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was taking the money for their own personal

gain --

MS. BRENNEMAN: Oh, no.

MR. MATTSON: -- O0or use. There was
a -- it was just there.

MS. BRENNEMAN: It was there.

MR. MATTSON: It was just a pot of

money and - -

MR. PATTON: Let me ask you that.

How do we know t hat none of it ever got
spent - -

MS. BRENNEMAN: Because we - -

MR. PATTON: -- or diverted to a

di fferent account and spent?

MS. BRENNEMAN: We didn't have

authority to spend the money.

MR. PATTON: So what ever ac

cess was

there that hadn't been reported to Finance,

you're confident it never got moved

el se, never got expended?

anywher e

MS. BRENNEMAN: No, not that | can

see. I mean, it's in our fund bal ance. We -

what you have in your fund condition
authority to spend and - -

MR. PATTON: Um hum.

i's your
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MS. BRENNEMAN: -- yeah, we may
not -- some of that money could be where we
had, say, a hundred mllion dollars but we
only spent ninety mllion, so then that ten
mllion would drop into your fund bal ance.
So, | mean, that's part of what builds up in
these numbers, | think. | " m not positive. I

haven't had a chance to really go back and
| ook at it. But if we don't have the
authority to spend it, they can't move it,

they can't transfer it, they can't do anything

with it.

MR. PATTON: s there any --

MS. BRENNEMAN: | should say we
can't do anything with it; it's still part of

the department.

MR. PATTON: Is there -- have you,
in looking at this, gained any more
i nformati on as to how this inaccuracy in
reporting got started?

MS. BRENNEMAN: No, | don't because
It's going farther back than we've had a
chance to pull --

MR. PATTON: Uh- huh.

MS. BRENNEMAN: -- information for.
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So | don't know --

MR. PATTON: When you say --

MS. BRENNEMAN: -- where it started.

MR. PATTON: So when you -- how --
what do you have to do to pull information to
take the --

MS. BRENNEMAN: Well, initially, |
was just | ooking at what was -- what
Controllers was putting out as far as their
i nformati on based on -- it's a summary of al
of the year-end statements. For us to go back
farther, | would actually have to get all of
the accounting files and go through all of the
sheets and add up all the numbers to put into
the fund condition because it's not
summari zed.

MR. PATTON: Where would those be,

t hose files?

MS. BRENNEMAN: | don't know if the
accounting office has their files going back
that far or if we -- if it's archived or if we
have access to them

MR. PATTON: Now, the accounting
statement and what they have we call ed

year-end statement that goes to the
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Controller. | assume that the files for each
year are going to tally up to what the
year-end statements were --

MS. BRENNEMAN: Correct.

MR. PATTON: -- which have al ways
been significantly higher than what the fund
condition statement was.

MS. BRENNEMAN: Ri ght .

MR. PATTON: So don't you have to
find a different set of files from the budget
office -- your predecessors in the budget
office to figure out how that error --

MS. BRENNEMAN: Ri ght .

MR. PATTON: -- in the fund
condition -- yeah?

MS. BRENNEMAN: Ri ght . Yeah, we'd
have to, | mean, really go back through al
the accounting files to recreate all of the
fund conditions that we submt in the
governor's budget - -

MR. PATTON: Basically do it all
over again.

MS. BRENNEMAN: -- to see what -- do
it all over again --

MR. PATTON: And do you - -
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MS. BRENNEMAN: -- to see what
number changed to give us that increase in the
fund condition.

MR. PATTON: Are the -- is the
paperwork that resulted in the fund condition
statements that the budget office put
t ogether, is that also retrievable?

MS. BRENNEMAN: We have all of the
fund condition -- the finals that were
subm tted to Department of Finance.

MR. PATTON: Uh- huh.

MS. BRENNEMAN: Unf ortunately, the
backup documentation on how they came up with
t hose numbers is not part of the package that
we have in the budget office.

MR. PATTON: Okay. Do you know at
what point in time the backup documentation no
| onger exists? | assume there's backup
documentation for the |ast few years.

MS. BRENNEMAN: For | ast year, we
have all of our documentation.

MR. PATTON: Okay.

MS. BRENNEMAN: | think the year
before, but it wasn't -- it didn't seem to be
standard practice for themto keep all of
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ELSIE BRENNEMAN

their documentation behind their fund
conditions.

MR. PATTON: Okay.

MS. BRENNEMAN: That was one of nmy
frustrations when | first got to the
depart ment.

MR. MATTSON: s that a common
practice in other --

MS. BRENNEMAN: Oh, yeah.

MR. MATTSON: -- places you've
wor ked - -

MS. BRENNEMAN: Yes.

MR. MATTSON: -- is to keep that
document ati on?

MS. BRENNEMAN: Keep all the
documentation to show exactly where every
single number comes from

MR. PATTON: Now - -

MR. MATTSON: And how far back does
t hat usually go?

MS. BRENNEMAN: The budget office

will usually keep information for three to
four years most of the time. It usually
doesn't keep it -- some departments, depending
on how big they are, they'll keep it for
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| onger.

MR. PATTON: Okay. | want to be
very careful in making sure my notes are clear
on this. So the Parks budget office has
backup documentation going back only to one
prior year?

MS. BRENNEMAN: We probably have a
couple of years; it's just not laid out the
way | would normally lay it out, | guess. We
would still have to actually go back and
recreate what they -- the numbers that they
put in.

MR. PATTON: And for years prior to,
say, FY2000, are you telling me that the
backup documentation just isn't there?

MS. BRENNEMAN: lsn't there.

MR. PATTON: You've | ooked?

MS. BRENNEMAN: We have the actual
fund conditions but none of the backup
document ati on.

MR. PATTON: Okay. And so at what

fiscal year does the backup documentation no

| onger -- 1s not --
MS. BRENNEMAN: | don't recall.
MR. PATTON: -- not avail able?
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MS. BRENNEMAN: | can go back and
| ook, but | don't --

MR. PATTON: Is it something |ike
FYOO -- I"m sorry -- 20107

MS. BRENNEMAN: | mean, we have al

of our statements that we submt to the

Depart ment of Finance going back probably

fifteen years or so, but it just doesn
t he backup documentation al so.
MR. PATTON: l"mtrying to fig

t have

ure

out when the backup documentation ceased to

exi st.
MS. BRENNEMAN: Oh, it's --
MR. PATTON: Two years ago is
you're telling me.

MS. BRENNEMAN: Probably --
MR. PATTON: You have a couple

years' worth.

what

MS. BRENNEMAN: Probably about five
years ago. Probably there's nothing back
before that.

MR. PATTON: So five -- you --

MS. BRENNEMAN: | mean, | don't know
for sure. |"d have to go back and | ook at our
files.
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MR. PATTON: | guess what |'m
hearing is that the condition of the files and
the compl eteness of the backup documentati on,
it degrades. You' ve got pretty good backup
document ati on for one year ago --

MS. BRENNEMAN: The | ast coupl e of
years.

MR. PATTON: -- the last couple of
years and then a little bit for three more
years and then no more.

MS. BRENNEMAN: Correct.

MR. PATTON: Is that -- okay.

MS. BRENNEMAN: Yes.

MR. PATTON: And that -- did that
surprise you?

MS. BRENNEMAN: Yes. " m not used
to seeing that in the budget office.

MR. PATTON: To seeing a | ack of?

MS. BRENNEMAN: Document ati on.

MR. PATTON: Okay. Did you ask
any -- have you asked anybody about that? Wy
I's this backup documentation --

MS. BRENNEMAN: Oh, 1've had several
conversations with the budget staff asking

them - -
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MR. PATTON: What do they --

MS. BRENNEMAN: -- where is the
document ati on. And unfortunately, the
previ ous Budget Officers did all of the
finance reports and the staff did not do any
of them so they have no clue.

MR. PATTON: | nteresting. So who
have you asked in your staff?

MS. BRENNEMAN: Al'l of my staff that
are here.

MR. PATTON: All of your staff.

MS. BRENNEMAN: Yes. " ve had
meetings with them and | told them we're
going to start documenting. Everyt hi ng has
to -- you have to have your backup

document ati on for everything.

MR. PATTON: So you talked with al
your staff about the |l ack of backup
document ati on and - -

MS. BRENNEMAN: Yes, multiple times.

MR. PATTON: And what do they say?

MS. BRENNEMAN: | get the well we
weren't -- we didn't develop those reports, we
weren't invol ved.

MR. PATTON: Okay.
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MR.

practice?

MS.
MR.

i nvol ved in

MS.
MR.

toget her?

MS.
MR.
MS.

year, yes.

MR.
MS.

have been there for

MR.
List off

MS.

MR.

MS.
anal yst.

MR.

since when?

MS.

been there about

your

MATT SON: Il s that common

BRENNEMAN: No.

PATTON: I's usually your staff
BRENNEMAN: Yes.
MATT SON: -- putting that
BRENNEMAN: Yes.
PATTON: They are now involved?
BRENNEMAN: They will be this
PATTON: Okay. | nteresting.
BRENNEMAN: | have staff that
ten, fifteen years.
PATTON: Tell me who those are.
staff.
BRENNEMAN: Li sa Coronado.
PATTON: And what is her title?
BRENNEMAN: She is a research
PATTON: Okay. She's been there
BRENNEMAN: She -- | think she's

t wel ve years.
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MR. PATTON: Research anal yst?

MS. BRENNEMAN: Um hum.

MR. PATTON: W th Budget ?

MS. BRENNEMAN: Yes.

MR. PATTON: Twel ve years. She's
your | ongest serving budget staff person?

MS. BRENNEMAN: Her and Wendy. ' m
not sure which one's been there | onger, but
they've both been there ten plus years.

MR. PATTON: Wendy who?

MS. BRENNEMAN: Nadahara (ph.).

MR. PATTON: Nadahar a?

MS. BRENNEMAN: Um hum.

MR. PATTON: Nadahar a. | say that
because that's how my mom taught me to spell.
Ten years?

MS. BRENNEMAN: Ten plus.

MR. PATTON: Ten plus.

MS. BRENNEMAN: She is a research
anal yst al so.

MR. PATTON: Research anal yst,
Budget ?

MS. BRENNEMAN: Yes.

MR. PATTON: Okay. Who el se? How

many staff do you have?
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MS. BRENNEMAN: Well, we just | ost
two, but -- so I have four right now.

MR. PATTON: Who el se?

MS. BRENNEMAN: Four staff and a
manager . Al l'ison Fitzgerald.

MR. PATTON: Al l'ison Fitzgerald.
How many years she been there?

MS. BRENNEMAN: Ni ne, nine years.

MR. PATTON: What's her position?

MS. BRENNEMAN: She's an Associ ate
Budget Anal yst.

MR. PATTON: Okay. Who el se?

MS. BRENNEMAN: David W IlIliams.

MR. PATTON: David W IlIliams. Okay.
How many years?

MS. BRENNEMAN: "' m not sure, |
think probably about eight years.

MR. PATTON: Ei ght years. What ' s
his position?

MS. BRENNEMAN: He's an Associ ate
Budget Anal yst.

MR. PATTON: Who el se? You said you
| ost t wo.

MS. BRENNEMAN: Yeah.

MR. PATTON: That's the four you've
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got with you now?

MS. BRENNEMAN: That's the four |
have now, and then | have a manager, Rochell e
Manges.

MR. PATTON: Manager . How | ong has
she been a manager? Rochelle Angus?

MS. BRENNEMAN: Manges.

MR. PATTON: Manges, M A-N-G-U-S?

MS. BRENNEMAN: G- E- S.

MR. PATTON: G- E- S. What's her --
she's a manager. What does that mean?

MS. BRENNEMAN: She's a Staff
Service Manager 1.

MR. PATTON: Staff Services. |l s she
| i ke your number two?

MS. BRENNEMAN: Yes.

MR. PATTON: Okay. Staff Services
Manager 1.

MS. BRENNEMAN: Actually, she's a 2
now.

MR. PATTON: 2. Okay. So she's the
number two in the Budget.

MS. BRENNEMAN: Correct.

MR. PATTON: Okay. So she could --

we could call her your Assistant Budget
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Of ficer -

call her

MS. BRENNEMAN: Yes.
MR. PATTON: -- but we're going to
manager, Staff Services Manager.

MS. BRENNEMAN: And she's been in

the budget office probably two years now.

MR. PATTON: Okay. And then these

are the people who are still here, right?

MS. BRENNEMAN: Yes.
MR. PATTON: And then you said

you've just | ost two?

MS. BRENNEMAN: Yes.

MR. PATTON: Who was that?

MS. BRENNEMAN: Yassir Ali.

MR. PATTON: Yassir Ali.

MS. BRENNEMAN: A-L-1.

MR. PATTON: How's my spelling?

Pretty good?

| ong had

MS. BRENNEMAN: Yep.

MR. PATTON: Okay.

MS. BRENNEMAN: And Jordan Arnol d.
MR. PATTON: Jordan Arnol d. How
Yassir been here?

MS. BRENNEMAN: Probably -- 1 want

to say four or five years.
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MR. PATTON: What was his position?

MS. BRENNEMAN: He was Associ ate
Program Government al Analyst, AGPA.

MR. PATTON: Associ ate Gover nment
Programs Anal yst.

MR. MATTSON: When did he | eave?

MS. BRENNEMAN: He | eft probably
about three or four months ago, four or five
mont hs ago, this year. Everything's rolling
in together now.

MR. PATTON: Yeah. Jordan Arnol d?

MS. BRENNEMAN: Yes.

MR. PATTON: How many - -

MS. BRENNEMAN: And she was in the
budget office a year and a hal f. She actually
started the same day | did.

MR. PATTON: Okay.

MS. BRENNEMAN: And she left for a
promoti on.

MR. PATTON: To go where?

MS. BRENNEMAN: She is at Consumer
Affairs, | believe.

MR. PATTON: Okay. What was her
position here?

MS. BRENNEMAN: She was an Associ ate
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Budget Anal yst.

MR. PATTON: Have you tal ked to any
of these people about whether or not they were
aware of this underreport?

MS. BRENNEMAN: | have not because
of the realization that they really did not
have anything to do with the budget
devel opment .

MR. PATTON: Because you went
| ooking for documentation?

MS. BRENNEMAN: Correct.

MR. PATTON: And they have all told
you, we don't know where it is, we weren't
Il nvol ved in putting it together.

MS. BRENNEMAN: Correct.

MR. PATTON: So you never had
occasion to say, did you all know that there
is twenty mllion dollars underreported over
the years?

MS. BRENNEMAN: No, because they
have shown that their know edge wasn't --

MR. PATTON: | get that.

MS. BRENNEMAN: Yeah.

MR. PATTON: Well, | mean, they show
t hat they haven't been involved in it. That's
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a different question than, did you know t hat
what did come out was off.
MS. BRENNEMAN: Ri ght . No, | did

not ask them

MR. PATTON: You didn't?

MS. BRENNEMAN: -- because of just
the way that other things |I have asked them
about - -

MR. PATTON: Sure.

MS. BRENNEMAN: -- they don't have
t he knowl edge.

MR. PATTON: Got it.

MS. BRENNEMAN: They were never
brought into the | oop on these types of
t hi ngs.

MR. PATTON: Has -- have any of them
said anything to you now that the news reports

have come out about this discrepancy? What do

t hey say?

MS. BRENNEMAN: We've had -- we've
talked to them | ' ve asked them how do you
feel, what's going on, and everything. And |

mean, they're concerned because they have the
budget office title, they work in the budget

office --
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MR. PATTON: Sure.

MS. BRENNEMAN: -- but then they'l]|
turn around and say, but | didn't know
anyt hing.

MR. PATTON: Sure.

MS. BRENNEMAN: So -- because they
weren't invol ved.

MR. PATTON: So what anybody under
you has said, nobody's indicated, yeah, | had

heard that might be the situation.

MS. BRENNEMAN: In the budget
of fice?

MR. PATTON: They've all -- they're
all just saying didn't know, wasn't involved.

MS. BRENNEMAN: Correct.

MR. PATTON: Wb w. Ri ght ?

MS. BRENNEMAN: Yes.

MR. PATTON: Yeah. All right. So
it's all getting fixed; that's good. So over

the course of 2011, how many times did you
talk to M chael Harris about this issue?
MS. BRENNEMAN: A couple times.
MR. PATTON: Yeah?
MS. BRENNEMAN: Probably maybe

three, three or four times, just brought wup

Page 63

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

ELSIE BRENNEMAN

here and there. When we were tal king about
ot her things, it would come up again.

MR. PATTON: You're getting ready to
do the fund condition statement for DOF. You
work on it through 2011 fromthe time you come
I n. So you've had a number of meetings -- |
assume that as you're working on preparing
this, you're having fairly ongoing
communi cations with Manny Lopez and Dave Saxby

about the fund condition statement, right?

MS. BRENNEMAN: Wel |, everything

ki nd of [ oops back in. If you're doing a
budget change proposal, that depends on how
much fund you have -- how much money you have

|l eft in your fund bal ance, and so every time |
brought up the BCP to them, it was |ike, oh,
remember, we have that money, and they're
| i ke, oh, yeah, we know.

MR. MATTSON: Did you try to do BCPs
whil e you were in there?

MS. BRENNEMAN: We did BCPs | ast
year, yes.

MR. MATTSON: You di d. And so does
the fund -- does that affect the BCP?

MS. BRENNEMAN: Well, what we put
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forward we were only -- we were able

to

support with what we put in the governor's

budget and not the fund bal ance that

actually under SCO.

was

MR. MATTSON: So for the BCPs, you

had to go with the finance report --

MS. BRENNEMAN: Correct.

MR. MATTSON: -- and not the SCO

report?

MS. BRENNEMAN: Correct.

MR. PATTON: Can you wal k me back

just to the |l ast sixty seconds of discussion

because a cloud went through my brain, and |

had a gap.
MS. BRENNEMAN: Okay.
MR. PATTON: BCP is what?

MS. BRENNEMAN: A budget change

proposal . That's the way that we get
authority to spend the money. We have to put
a proposal forward to the Department of
Fi nance that says we want to --

MR. PATTON: Yeah.

MS. BRENNEMAN: -- open up a new
campground - -

MR. PATTON: Yeah.
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MS. BRENNEMAN: -- or something.

MR. PATTON: Yeah.

MS. BRENNEMAN: And so they give --
t hrough that process, they give us the
approval to --

MR. PATTON: Yeah, yeah.

MS. BRENNEMAN: -- increase our
appropriation.

MR. PATTON: I think I had a | apse
after | asked you, you're in 2011, you're
preparing the fund bal ance statement for DOF,
you're having ongoing discussions with your
supervisors, Manny and Dave.

MS. BRENNEMAN: Um hum.

MR. PATTON: And then what did you
say about -- how did you segue into BCPs?

MS. BRENNEMAN: Wel |, because the
fund condition is kind of the basis of what
you have appropriation --

MR. PATTON: Uh- huh, yeah.

MS. BRENNEMAN: -- to spend, the
revenue that you're saying that you're going
to bring in, and so that fund bal ance would
affect any BCPs that you're doing because

you're saying, if | have ten mllion dollars
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| eft in my fund bal ance, but my -- | have BCPs
that total twelve mllion --

MR. PATTON: Okay.

MS. BRENNEMAN: -- well, you're
obvi ously not going to be able to do all
twelve -- all of those proposals. So you have
to ook at your fund conditions to kind of
| ead and gui de what BCPs that you're going to
put forward.

MR. PATTON: Got it. Now, in this
process, did you -- so you're talking about
the fund condition statement, BCPs' affect on
t hem. I mean, you're having these gl oba
di scussions about the freakin' budget, right?

MS. BRENNEMAN: Um hum.

MR. PATTON: Wth Manny and Dave?
How often do you go up and have rel ated
di scussions then with M ke Harris?

MS. BRENNEMAN: On the BCPs and the
fund condition? W got -- | mean, we talked.
| was in his office a |ot, but probably
conversations about the fund bal ance being
of f, we probably had about three or four
conversations about that.

MR. PATTON: So you're in Harris's
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office a | ot because he's very involved --

MS. BRENNEMAN: Correct.

MR. PATTON: -- in this fund
condition statement preparation?

MS. BRENNEMAN: Well, he's invol ved
with the budget. He was very involved with
the hearings; he testified at the hearings.

MR. PATTON: Um hum.

MS. BRENNEMAN: So | had to give him
i nformati on on what was happening as far as
when the hearings were schedul ed, what types
of questions they were asking, and --

MR. PATTON: When were they doing
hearings?

MS. BRENNEMAN: We started hearings
i n March.

MR. PATTON: of ?

MS. BRENNEMAN: 2011.

MR. PATTON: So | eading up -- as
you're preparing -- well, actually, in March
of 2011, you're getting ready for a May revise
on the prior year budget, right?

MS. BRENNEMAN: Um hum.

MR. PATTON: Isn't that right?

MS. BRENNEMAN: Ri ght .
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ELSIE BRENNEMAN

MR.

year --

MS.
year, right.
MR.

PATTON: | don't mean the prior

BRENNEMAN: On that current

PATTON: Yeah, the current year,

what you'd submtted the previous, what had

been - -

MS.
MR.

you - -
MS.
MR.
MS.
MR.
MS.

BRENNEMAN: The '10-'11.
PATTON: -- submtted before

BRENNEMAN: Before | got --
PATTON: -- came on the job.
BRENNEMAN: Ri ght .

PATTON: So you're basically --
BRENNEMAN: So I was trying to

get up to speed with the budget --

MR.
MS.
t hi ngs that

PATTON: Ri ght .
BRENNEMAN: -- and the types of

they were putting forward and the

proposals that they did and what they actually

put in the governor's budget --

MR.
MS.
hel p M chael
MR.

PATTON: Yeah.
BRENNEMAN: -- so that | could
and Manuel during the hearings.

PATTON: So you have -- you're
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in frequent communi cati on because Harris and
Manny will go to the |legislature and talk --

MS. BRENNEMAN: Correct. They were
testifying.

MR. PATTON: Okay. Okay. Bot h of
t hem

MS. BRENNEMAN: | believe M chael --
Manuel did sit at the table, but M chael was
the one that testified.

MR. PATTON: Okay. So M chael is
the | ead voice for the agency dealing with the
| egi sl ative budget comm ttee --

MS. BRENNEMAN: Correct.

MR. PATTON: -- to talk about the
budget ?

MS. BRENNEMAN: Yes.

MR. PATTON: He's very knowl edgeabl e
about the budget.

MS. BRENNEMAN: Yes.

MR. PATTON: Why is that?

MS. BRENNEMAN: He has been with the
department for a long time. He was actually
Adm n Deputy Director for a period of time,;
" m not sure exactly --

MR. PATTON: Okay. So it's not --
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ELSIE BRENNEMAN

MS. BRENNEMAN: -- but he was -- had
been in there before.

MR. PATTON: He grew up through the
whol e adm n services department in these
positions.

MS. BRENNEMAN: Yeah. | don't know
his empl oyment history, but | know he was the
adm n - -

MR. PATTON: Okay.

MS. BRENNEMAN: -- deputy at Parks
previously.

MR. PATTON: Okay. So you -- the
| Ssue came up numerous times, a number of
times, three or four times, you indicated.

MS. BRENNEMAN: A couple of times as
far as the fund bal ance being different, yeah.

MR. PATTON: And so what -- so the
first conversation you described to us, you
i ndi cated, you said, hey, | see that we're off
by a significant number, and Dave Saxby, Manny
Lopez, M ke Harris all told you, yeah, we're
aware, not going to do anything about it,
they'll raid our general fund even more.

What -- when you brought it up subsequent

times, when it came into the conversation with
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ELSIE BRENNEMAN

Harris, these three or four additional times
it was raised, tell me about those

conversations.

MS. BRENNEMAN: It was the same
conversation, the general fund cuts. It was
still the same direction of we're not going to

fix it.

MR. PATTON: Who woul d raise the
Il ssue again then?

MS. BRENNEMAN: | would bring it up.
If I was showing himthe fund -- the BCPs that
t hey wanted to do or we were having
di scussions about the general fund -- the
actual cuts that we were taking, and we were
wor king on trying to pull numbers to show how
much it costs to run an actual park unit.

MR. PATTON: Um hum. So
periodically you'd |ike point at the paper and
go --

MS. BRENNEMAN: Well, it wasn't

quite a paper --

MR. PATTON: -- you remember
remember - -

MS. BRENNEMAN: -- but it was |ike,
yeah, but don't forget, we still have --
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ELSIE BRENNEMAN

MR. PATTON: Yeah - -
MS. BRENNEMAN: -- that other money.
MR. PATTON: -- we got this twenty
mllion dollars. So you sort of raised it as
and what about that twenty mllion dollars.
MS. BRENNEMAN: Correct.
MR. PATTON: And the response was?
MS. BRENNEMAN: Oh, yeah, we know
t hat, but we're not going to fix it.
MR. PATTON: Yeah. Al ways the same

response.
MS.
MR.
ever

really bad?

say maybe anot her

BRENNEMAN: Oh, yeah, al ways.

PATTON: Maybe -- did anybody

day when things get

MS. BRENNEMAN: No.

MR. PATTON: No. It was just we
know.

MS. BRENNEMAN: We know.

MR. PATTON: Not going to do it, not
going there, thanks for --

MS. BRENNEMAN: Thanks for bringing
It up again, Elsie.

MR. PATTON: Thanks for mentioning
I t. Nobody ever said, yeah, we should ask
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ELSIE BRENNEMAN

Rut h whet her or not she wants to spend
Nobody -- Ruth never got into that

conversation whatsoever ?

It?

MS. BRENNEMAN: Not when | was

I nvol ved.

MR. PATTON: Yeah. | nteresti
Al'l right. Had -- when you identified
error, you say you went to -- | think
you started | ooking at the accounting
to see if you could figure out how thi
occurs?

MS. BRENNEMAN: Well, | was
at -- again, just trying to understand

department and how they devel op the bu
MR. PATTON: Yeah.
MS. BRENNEMAN: -- and what n
they were pulling --

MR. PATTON: Yeah.

MS. BRENNEMAN: -- and how th
pulling them and so that's why | pul
accounting statements, so | could tie

to the numbers that was reported on th
condition --

MR. PATTON: Let me --

MS. BRENNEMAN: -- that we --

ng.
this
you said
records

S error

ooki ng
the

dget - -

umber s

ey were
ed the
it back

e fund

t hat
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ELSIE BRENNEMAN

t he budget office submtted to the Depart ment
of Finance.

MR. PATTON: Ri ght . And you've
already told me you saw some errors but
not hi ng that would account for the whole
t hing. So you've never traced back --

MS. BRENNEMAN: No.

MR. PATTON: -- to the source.

MS. BRENNEMAN: No.

MR. PATTON: In the fund condition
statement where SPRF is underreported to the
tune of about twenty million dollars, is the
SPRF -- my understanding is the SPRF is made
up of some components, part B's, concession
B's. What el se?

MS. BRENNEMAN: Transfers from Mot or
Vehicle, some transfers that we received.

MR. PATTON: Mot or Vehicle, transfer

fees. So you got park entrance fee. You got
concession error, license agreement fees,
right?

MS. BRENNEMAN: Um- hum. And that's
I n transfers.

MR. PATTON: Li cense.

MS. BRENNEMAN: And that's the
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ELSIE BRENNEMAN

revenue side.

MR. PATTON: So really it's that
si mpl e?

MS. BRENNEMAN: Yes.

MR. PATTON: Well, any other --
ot her than motor vehicle transfer fees?

MS. BRENNEMAN: There's anot her fee
that's transferred, and | don't remember what
it's from

MR. PATTON: Okay. License fee,
concession fees. And then -- so you've got --
and one other transfer fee. So you've really
only got four i1input rather than --

MS. BRENNEMAN: Yeah. | mean, then

you have your --

MR. PATTON: -- positive revenue.
MS. BRENNEMAN: -- interest off of
your -- off of the money, you have some

penalty-type things.

MR. PATTON: | nterest.

MS. BRENNEMAN: Little bits and
pi eces.

MR. PATTON: Yeah, yeah. One ot her
transfer fee. Okay. So you identified the

revenue sources.
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ELSIE BRENNEMAN

MS. BRENNEMAN: Um hum.

MR. PATTON: And what |'m going to
drive at -- and then you've got various
expenditures, and | assume the |ist of
expenditures is more complicated.

MS. BRENNEMAN: lt's three
cat egori es.

MR. PATTON: Okay.

MS. BRENNEMAN: St ate operations,
| ocal assistance, and capital outl ay.

MR. PATTON: Local assistance,
capital outl ay.

MS. BRENNEMAN: Um hum.

MR. PATTON: Okay.

MS. BRENNEMAN: And then any ot her
departments that have direct appropriations
out of our funds, Controllers -- | think
Controllers, and there may be DQOJ.

MR. PATTON: Do -- have you figured
out where among the revenue and expenditure
sources we m ght attribute the twenty mllion
dol | ar excess?

MS. BRENNEMAN: No. Al'l of those
numbers seem -- for the most part seemto tie

to what's reported on the year-end statements.

Page 77

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

ELSIE BRENNEMAN

So what's been carrying over as the problem,
it's in the beginning balance number.

MR. PATTON: Yeah. lt's -- and it's
somet hing you' ve yet to detect --

MS. BRENNEMAN: Ri ght .

MR. PATTON: -- to see where that

MS. BRENNEMAN: Yeah. So it's in
the beginning number, the beginning bal ance
number . So as | -- what 1've | ooked at for
the | ast year and the year before, the
expenditures and the revenue that we reported
wer e accurate.

MR. PATTON: Okay. The way |
understand how you do this, and this is the
simplified understanding for the nonbudget
person, is that you start with the prior year
bal ance and then you figure out your revenues,
your expenses, then you make some predictions
based on the prior year performance as to what
you can expect to receive in the upcom ng year
and what you can expect to spend, and you
build a budget based on that.

MS. BRENNEMAN: Pretty much, yeah.

MR. PATTON: And - -
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MS. BRENNEMAN: For the nonbudget

person, sure.

MR. PATTON: | guess what I'mtry --
what |I'm -- the bottom |line, what |'mtrying
to drive at is, is it possible to get twenty
mllion dollars off by accident as opposed to

basically upsetting about some time, years
ago, but we even know, somebody decided |I'm
going to move this decimal point --

MS. BRENNEMAN: Um hum.

MR. PATTON: Is it possible to do it
by accident, you think?

MS. BRENNEMAN: Yes, it is.

MR. PATTON: Which is more |ikely?
And |I'm just asking you to specul ate. | know
you don't know.

MS. BRENNEMAN: Ri ght .

MR. PATTON: s it more likely that
this occurred by accident or that somebody put
i n an incorrect number and moved a deci mal
point or did something very bizarre that --
because it --

MS. BRENNEMAN: | think it was
probably something that was done on acci dent.

| think he probably had somebody that didn't
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ELSIE BRENNEMAN

understand -- most likely it happened in the
prior year adjustment which is where you

i dentify any additional revenue or
expenditures that happened in the prior prior
years.

MR. PATTON: Um- hum.

MS. BRENNEMAN: And so if they
didn't know how to | ook at those reports to
pull that information out, that number could
be wrong.

MR. PATTON: Because the total SPRF
fund -- what's the total? What's the total
total annual SPRF fund?

MS. BRENNEMAN: I n revenue?

MR. PATTON: Yeah.

MS. BRENNEMAN: We get about 127
mllion, | think.

MR. PATTON: Okay. So right about a
hundred and a quarter million, and we're
twenty mllion off.

MS. BRENNEMAN: Um hum.

MR. PATTON: One six, fifteen
percent, right?

MS. BRENNEMAN: Ri ght .

MR. PATTON: Al'l right. So that --
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ELSIE BRENNEMAN

okay. So it's not -- it is possible to have
t hat be an accident?

MS. BRENNEMAN: Yes.

MR. PATTON: And we don't know
how -- if it was an accident, we still haven't
found the accident site.

MS. BRENNEMAN: Correct.

MR. PATTON: Al'l right.

MS. BRENNEMAN: And that's what |'m
sayi ng. | mean, for us to find that, it would
be recreating the fund condition going back
who knows how | ong.

MR. PATTON: Isn't that what we're
doi ng now?

MS. BRENNEMAN: If we can find the
reports, |I'Il do it.

MR. PATTON: Okay.

MR. MATTSON: In all your time as a
budget person, have you ever seen this before?

MS. BRENNEMAN: No, not really. I
mean, not that -- to that degree.

MR. MATTSON: Not to this magnitude?

MS. BRENNEMAN: No.

MR. MATTSON: Do you think it was
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ELSIE BRENNEMAN

MS.

knew t hat |

BRENNEMAN: Al t hough we ki nd of

ke the Bottle bill, the Bottle

Fund. We knew that number was off for a
whil e, just knowi ng how they do their
accounting, but --

MR. MATTSON: At Cal Recycle?

MS. BRENNEMAN: Yes.

MR. MATTSON: Do you think it was an

acci dent or

MR. PATTON: How far off was that?

MS. BRENNEMAN: Well, | don't know
what -- the report in the paper was |ike a
hundred m I lion dollars off. | never went
back and pulled their stuff.

MR. PATTON: Were you at Cal
Recycling?

MR. MATTSON: | nt egr at ed.

MS. BRENNEMAN: It was I ntegrated
Waste --

MR. PATTON: I ntegrated Waste.

MS. BRENNEMAN: -- but they
weren't -- that fund was not part of
| ntegrated Waste when | was there, so | wasn't
sure.

MR. PATTON: There was a -- okay,
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ELSIE BRENNEMAN

okay. Well, 1I'"m just asking.

MS. BRENNEMAN: Ri ght .

MR. PATTON: s there a hundred
mllion dollar discrepancy over there at Cal

Recycling or Integrated Waste or whatever they

call themselves now?

MS. BRENNEMAN: Well, that's -- |
don't know what it was. " m just saying what
they -- what --

MR. PATTON: Because we're trying to
help them find --

MS. BRENNEMAN: -- what was in the
paper.

MR. PATTON: -- all mi ssing money
now.

MS. BRENNEMAN: There was somet hing
about it in the paper that somebody went and
pull ed the Controller's reports and - -

MR. PATTON: Yeah.

MS. BRENNEMAN: -- what was
reported --

MR. PATTON: And that one was
sizably off.

MS. BRENNEMAN: -- in the governor's

budget, it was huge.
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ELSIE BRENNEMAN

MR. PATTON: Al'l right.

MS. BRENNEMAN: | mean, and it can
happen. And | would expect that the numbers
bet ween Controllers and what's in the
governor's budget are always -- there's al ways
going to be something that's off because of
the way that they're reported.

MR. PATTON: Sure.

MS. BRENNEMAN: Controllers is a
cash basis. What we're doing on our funds is
an accrual . So there's always going to be
somet hing that could be off.

MR. PATTON: What's the --

MS. BRENNEMAN: You al ways have to
add somet hing back in to make it --

MR. PATTON: What's the main
di fferences between the cash basis and accrual
basis of reporting? What are the main factors
t hat cause those differences? What are the

mai n things considered in accrual that's not

considered in cash basis that will cause the
numbers to be a little different?
MS. BRENNEMAN: | can't think of it

ri ght now.

MR. PATTON: Are encumbrances one of
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ELSIE BRENNEMAN

the things? Are encumbrances accounted for |
accrual that m ght not be accounted for in
cash basis?

MS. BRENNEMAN: | think the way that

Controllers | ooks at the accruals and the
encumbrances is different than the way that
we're | ooking at it, but | can't tell you
right now exactly what -- what's the
difference between them

MR. PATTON: Okay. Can you think of
any other items that mi ght be | ooked at
differently? Encumbrances is one of them?

MS. BRENNEMAN: Um- hum.

MR. PATTON: Somebody told me that
once.

MS. BRENNEMAN: | think it's the
encumbrances and the accruals is the way that
they're | ooked at different.

MR. PATTON: s that the main thing
t hat gets | ooked at different?

MS. BRENNEMAN: Yeah, because
everything else is expenditures.

MR. PATTON: Okay.

MS. BRENNEMAN: Everything is actual

expenditures and numbers that are tying out.
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ELSIE BRENNEMAN

MR. PATTON: So that was a good
guess on my part?

MS. BRENNEMAN: Sur e.

MR. PATTON: He -- you said that --
and |'"m sorry to get Waste Management in
trouble, but you said they knew over there you
weren't responsi ble --

MS. BRENNEMAN: No, no, no. "' m not
saying that they knew. | " m just saying that
we kind of thought that the way that it was
such a huge fund --

MR. PATTON: How bi g was that fund?

MS. BRENNEMAN: -- that there was
somet hing al ways going to be off.

MR. PATTON: How big is that fund?

MS. BRENNEMAN: It's huge, it's
billions.

MR. PATTON: Billions?

MS. BRENNEMAN: Yeah.

MR. PATTON: So a hundred mllion
could be |ike --

MS. BRENNEMAN: Yeah.

MR. PATTON: -- less than ten
percent ?

MS. BRENNEMAN: Yeah, it's probably
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ELSIE BRENNEMAN

not though.

MR. PATTON: Yeah, it's probably
not .

MS. BRENNEMAN: But just because the
fund was so huge and just knowi ng how many
claims that they had to pay out and that kind
of stuff.

MR. PATTON: You were in Budget at
Wast e Management ?

MS. BRENNEMAN: | was in Budgets at
Wast e Management but not -- | was there before
they merged and took over the Bottle.

MR. MATTSON: Cal Recycl e.

MS. BRENNEMAN: Cal Recycle, before
they became Cal Recycle.

MR. PATTON: Al'l right. "1l leave
you al one on that one.

MS. BRENNEMAN: ' m sorry. | threw
t hat one out. That was my fault. Sorry.

MR. PATTON: Huh?

MR. MATTSON: Come back to that?

MR. PATTON: Yeah. Next stop Waste
Management or whatever they call themselves
today.

MR. MATTSON: El sie, do you think --
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ELSIE BRENNEMAN

| mean, just with your experience and all the
time you' ve spent -- | mean, from being an
anal yst to the Budget Officer, with this --
with the SPRF fund, do you think it's possible
t hat could have been intentional that somebody

did that to save money or to make a rainy day

fund or do you think it's more |ikely that it
was just an accident, and then it's |like, oh,
we have -- now we have a rainy day fund?

MS. BRENNEMAN: Ri ght . | think it
was more of an accident, but | don't know. I
mean, | can't say what was happeni ng and what

was in the Budget Officer's mnd at the time.

MR. PATTON: Who were your
predecessors? You indicated that all these
staff that are working for you, they were not
i nvolved in preparing the prior budgets, they
tell you. Who was your predecessor as the
Budget Officer?

MS. BRENNEMAN: Cheryl Tayl or was
t he Budget Officer before | was there.

MR. PATTON: Do you know how | ong
she'd been doing it?

MS. BRENNEMAN: | think she was only

there maybe two -- two to three years.
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ELSIE BRENNEMAN

MR. PATTON: Okay.

MS. BRENNEMAN: Manuel Lopez was the
Budget Officer before her.

MR. PATTON: So | ast two years,
Cheryl, then Manny before her. What did Manny
do in the interim? Because he ends up being
the Admi n Services Director.

MS. BRENNEMAN: Ri ght . He went from
t he Budget Officer to the admi n.

MR. PATTON: Oh, so when Cheryl was
Budget Officer, Manny was his -- her
supervisor.

MS. BRENNEMAN: Correct.

MR. PATTON: He was already -- okay.

MS. BRENNEMAN: Correct.

MR. PATTON: Manny Lopez before
t hat .

MS. BRENNEMAN: And then before
t hat - -

MR. PATTON: How | ong had he been?

MS. BRENNEMAN: "' m not sure how
| ong he was in the budget office.

MR. PATTON: Okay.

MS. BRENNEMAN: And then before that

was Becky Brown.
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ELSIE BRENNEMAN

MR. PATTON: Okay.

MS. BRENNEMAN: And it's my
under standing she was there for a very, very
|l ong ti me.

MR. PATTON: So my understanding is
t hat when this appears to have burst, this
di screpancy first arose was during Becky
Brown's tenure? Is that your understanding
al so?

MS. BRENNEMAN: Correct. Yes.

MR. MATTSON: Did Cheryl Taylor give
you any kind of warning or say what was going
on? She didn't say anything to you when you
were comng in |like, hey, just so you know - -

MS. BRENNEMAN: No.

MR. PATTON: Where is she now? Do
you know?

MS. BRENNEMAN: | believe that she
is at Caltrans.

MR. PATTON: Okay. You never had a
conversation with her about this --

MS. BRENNEMAN: No.

MR. PATTON: -- budget discrepancy?

MS. BRENNEMAN: No, | did not.

MR. PATTON: Okay. Had any
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ELSIE BRENNEMAN

conversation
with Manny.

Becky Brown?

MS.

MR.

MS.
training.

MR.
training.

MS.
Fi nance.

MR.

wor ki ng when
t hi nk.
MS.

and she -- |

- well, | know you've talked

You ever have a conversation with

BRENNEMAN: No.

PATTON: Did you ever meet her?

BRENNEMAN: Briefly out of DOF

PATTON: Okay. At a DOF

BRENNEMAN: Depart ment of

PATTON: So she was still

- this was some time ago, |

BRENNEMAN: This was | ast year,

believe she's a retired annuit ant

for Department of Finance.

MR.
| ast year in
MS.
MR.
MR.
still around
MS.
MR.

PATTON: Okay. DOF training
20117

BRENNEMAN: Um hum.

PATTON: Okay.

MATT SON: Do you know if she's
over there or do you know - -
BRENNEMAN: | don't know.
PATTON: Okay. All right.
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ELSIE BRENNEMAN

Anything else you can think of that we should
know or should have asked? What big gaping
guestion hole did we | eave because we're too
knuckl e-headed to ask the right question? You

got somet hi ng.

MS. BRENNEMAN: No, | don't.
mean, it's a mystery, and it's really -- to
solve it, it's going to go -- have to dig back

into old files and recreate everything.

MR. PATTON: Yeah.

MS. BRENNEMAN: lt's just -- | think
the big thing is, |I've been here a year and a
hal f, and as soon as | found it, | raised it,

but the whole mentality --

MR. PATTON: Al'l right. Here's a
gapi ng question | forgot to ask. Did you ever
have any discussions with any other division
deputy directors? | understand there's some
ot her divisions |like Parks Operation. There
was a guy named Tony Perez --

MS. BRENNEMAN: Tony Perez.

MR. PATTON: -- and now I can't
remember who it is, somebody else --

MS. BRENNEMAN: Ronny Clark is
the --
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ELSIE BRENNEMAN

MR. PATTON: Ronny Cl ark.

MS. BRENNEMAN: -- is the acting.

MR. PATTON: And it was a --
what ever. Any of these other depart ment
division directors on the Orrick chart, were
any of them ever involved in any of the
di scussi ons about this budget?

MS. BRENNEMAN: No.

MR. PATTON: You never talked with
any of them about the twenty mllion dollar --

MS. BRENNEMAN: No.

MR. PATTON: Okay.

MS. BRENNEMAN: Just with Manuel and
M chael

MR. PATTON: Okay.

MS. BRENNEMAN: And Davi d.

MR. PATTON: Just with the people
above you.

MS. BRENNEMAN: Correct.

MR. PATTON: We didn't ask you about
t he OHV fund. What do you think about the OHV
fund? Have you seen those numbers that are a
little --

MS. BRENNEMAN: Yeah. | think the
OHV fund is -- it's really, again, the
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ELSIE BRENNEMAN

reporting between Controllers and Depart ment
of Finance. That's part of the reason why
they're off. We have | oans that are out of
the OHV fund to the general fund, and they're
recorded different. And then there was
also -- there was a revenue discrepancy | ast
year. The year-end statements showed 117
mllion dollars, but we shouldn't have
received 117 million dollars, so when we built
t he budget, we corrected it. So that's
anot her reason on why the numbers are off.

MR. PATTON: 117 mllion of what
dol | ars?

MS. BRENNEMAN: The transfer from
the motor vehicle fuel account --

MR. PATTON: Okay.

MS. BRENNEMAN: -- to the OHV fund.

MR. PATTON: s that what |'ve heard
of as the gas tax slot?

MS. BRENNEMAN: Um hum.

MR. PATTON: Okay.

MS. BRENNEMAN: So that's -- there
was an error --

MR. PATTON: 117 million.

MS. BRENNEMAN: It wasn't an error.
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ELSIE BRENNEMAN

It was reported correctly on the year-end
statements because that's what they actually
received, but we shouldn't have received it,
and so we corrected it when we built the

governor's budget.

MR. PATTON: It was m sdirected to
OHV?

MS. BRENNEMAN: Um hum.

MR. PATTON: Where is it supposed to
go~?

MS. BRENNEMAN: There was -- it was
Il ncorrectly reported because of the percentage
split, so I'"m not sure exactly where it was
supposed to go.

MR. PATTON: So you do get some of
t hat ?

MS. BRENNEMAN: Yes.

MR. PATTON: But you just got
more - -

MS. BRENNEMAN: Yeah.

MR. PATTON: -- than you probably

shoul d have?

MS. BRENNEMAN: We were -- | think
we were only supposed to get like sixty-seven
mllion, and we got 117, so we fixed that in
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ELSIE BRENNEMAN

the governor's budget, so you'll see that.
That's a huge di screpancy.

MR. PATTON: When | | ook at the
numbers that |'ve been given for OHV, | see
some years where there has been sizable
underreported amounts. Ot her years have a
negative where | see sizable overreports.

Have you | ooked at the history of the OHV?

MS. BRENNEMAN: Not in detail.

MR. PATTON: Okay.

MS. BRENNEMAN: | don't know what
all of these -- the headers are for these
numbers, so I can't --

MR. PATTON: l'"m just -- | get the
| mpression that the numbers have been all over
the map in terms of discrepancies between what
SCO is saying and what Finance is saying.

MS. BRENNEMAN: Do you have the
ot her page to this?

MR. PATTON: | don't -- well, |
m ght, | don't know. What do you know at this
poi nt about the OHV fund?

MS. BRENNEMAN: The OHV fund is off
because of the revenue change that we did | ast

year, and then in the prior years, it |ooks
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ELSIE BRENNEMAN

more like it was the | oans and how they were
reported.

MR. MATTSON: You mentioned the
| oans. | s that where the |egislature takes
money out of your special fund to use for the
general fund?

MS. BRENNEMAN: Correct.

MR. MATTSON: And it's considered a
| oan because they have to pay you back?

MS. BRENNEMAN: Because they have to
pay it back.

MR. MATTSON: Okay. I did not
understand that at all.

MS. BRENNEMAN: Yeah.

MR. PATTON: So suffice it to say
that there's some serious accounting issues
goi ng on in OHV?

MS. BRENNEMAN: No. Il think it's
just, again, the way that it's recorded. On
the year-end statements, the | oans are
recorded as an expenditure, but when we record
them on the fund condition, we have to report
It as a negative on our revenue.

MR. PATTON: Okay.

MS. BRENNEMAN: So it's just the way
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ELSIE BRENNEMAN

that they're recorded.

MR. MATTSON: That kind of makes
sense to me because if they're taking | oans
out, and the | oans -- are they varying
amounts - -

MS. BRENNEMAN: Yes.

MR. MATTSON: -- when they take it
out? And --

MS. BRENNEMAN: Ni nety million,
twenty-two mllion, twenty-one mllion so --

MR. MATTSON: And how | ong have they
been doing this?

MS. BRENNEMAN: Probably about six
years now.

MR. MATTSON: Six years.

MR. PATTON: Okay. Let me -- | want
to make a specific note on this. So with the
OHV fund, big |l oans are made to the | edge --
general fund. And then what is it that gets
reported? Just what you just said?

MS. BRENNEMAN: So on the accounting
side, the | oans are recorded as expenditures.

MR. PATTON: Accounting records
| oans as expenditures and what?

MS. BRENNEMAN: And then on the fund
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ELSIE BRENNEMAN

condition side, the | oans are recorded as a
negati ve agai nst your revenue.

MR. PATTON: Expendi tures. And on
budget fund condition side, |oans are recorded
as what ?

MS. BRENNEMAN: A negative agai nst
your revenue.

MR. PATTON: Are counted as negative
agai nst revenue. Now, |I'm confused as to --
if the accounting records record them as
expenditures, that's a negative.

MS. BRENNEMAN: Um hum.

MR. PATTON: Ri ght . Revenue being
positive, expenditures being negative. If the
budget side, they're counted as negative
against revenue, | don't see that as being
different; | see that as being the same.

MS. BRENNEMAN: They're on two
di fferent parts of the fund condition, so when

you | ook at the bottom Iline, they may not tie

out .

MR. PATTON: Expl ain more.
El abor at e. Make me understand that.

MS. BRENNEMAN: Okay. Let me see if
| can explain that. On the fund condition,
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ELSIE BRENNEMAN

the revenue that we have available is -- we
take those expenditures against that. So
it -- when you're | ooking at each of the

pi eces on Controllers, the numbers aren't
going to tie because the expenditures are
showing in a different place than what we show
It on the fund condition. So bottom | ine,

they should end up turning out in the right

pl ace, but because of the way that they're

recorded -- and | can't -- |I'msorry | can't
explain it. It was weird just when we were
| ooking at it, too. | didn't -- | could see

that the numbers were different.

MR. PATTON: So you can sympat hi ze
for why | don't perfectly --

MS. BRENNEMAN: Yes - -

MR. PATTON: -- understand it?

MS. BRENNEMAN: -- | can totally
sympat hi ze with why you don't completely get
It because when | was | ooking at the numbers
and when | added back in the |oans, the
numbers tied.

MR. PATTON: If you're able to --
and I'"m tal king finance is going -- somebody's

going to teach me why these numbers are all --
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ELSIE BRENNEMAN

why they go back and forth. " m going to
figure that out eventually. If you're -- and
it sounds |ike what you're trying to describe

ki nd of goes to the root of why there are

Swi ngs.

MS. BRENNEMAN: Um hum.

MR. PATTON: When you call me or
send me a little e-mail paragraph when you

figure out a way to articulate --
MS. BRENNEMAN: Okay. ©Oh, yeah.
MR. PATTON: -- for a dummy - -
MS. BRENNEMAN: Definitely.

MR. PATTON: -- why -- just -- I'm
just trying to understand because | actually
would |like to be able to communicate also with

the other people who are asking why, why, why.

MS. BRENNEMAN: Ri ght .

MR. PATTON: And it sounds |ike you
kind of --

MS. BRENNEMAN: And that was just
kind of my -- like my first glance at
everything --

MR. PATTON: Yeah.

MS. BRENNEMAN: -- again, when

added back in the | oans, the numbers tied
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ELSIE BRENNEMAN

out - -

MR. PATTON: Yeah. I f you don't
m nd.

MS. BRENNEMAN: -- versus -- and
then the revenue was a big chunk.

MR. PATTON: Yeah.

MS. BRENNEMAN: So yep --

MR. PATTON: Yeah.

MS. BRENNEMAN: -- | can give that
to you.

MR. PATTON: So | really appreciate
I t. | think now we have probably covered any

gapi ng hol es. And |'ve got your number, |

t hi nk. Did you give me your card?

MS. BRENNEMAN: " m sorry. | didn't
bring a card with me, but 1'll make sure you
get one.

MR. PATTON: I know how to get a

hold of you.

MS. BRENNEMAN: Yeah. Lynn.

MR. PATTON: Yeah.

MS. BRENNEMAN: Just give Lynn a
cal l.

MR. PATTON: Yeah. And just so you

know, | mean -- and | really -- you're sort of
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ELSIE BRENNEMAN

li ke -- you're fairly new on the scene.

You're going to help us understand -- | mean,
we already -- we get what communi cation you've
had with your superiors. I'"m not in charge of
maki ng personnel deci sions. l'"mreally just
trying to find out why does this

di screpancy -- when did it start, and any --
and getting to the history of that is way
beyond your ken in terms of what you're

fam liar with because you weren't here then.

MS. BRENNEMAN: | wasn't here,
right.

MR. PATTON: And | understand that
It makes you nervous to talk with people |ike
us, but that we don't -- we really don't want

you to be, okay?

MS. BRENNEMAN: "' m not nervous at
al | .

MR. PATTON: Yeah. | mean, | guess
what | want to say is | don't get to make
guar ant ees about what the fallout will be from
this, but | actually sort of get the

| mpression most of the fallout's already
occurred. | have a hard time seeing people

who were reporting to others and then doing
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ELSIE BRENNEMAN

what they were told to do, | have a hard time
seeing them as being -- as anything more
happeni ng. We're just trying to understand
now.

MS. BRENNEMAN: Ri ght .

MR. PATTON: So | think you can give
me a paragraph about --

MS. BRENNEMAN: Ri ght .

MR. PATTON: -- why we -- why there
gets to be -- what it is that causes a
di fference on this OHV thing. | don't think
you need to be worried. | mean, | hope you're

not that worried.

MS. BRENNEMAN: No, |I'm not.

MR. PATTON: Okay. Good.

MS. BRENNEMAN: ' m not .

MR. PATTON: Okay. And if we need
to talk with you some more, |I'I|l be in touch.

MS. BRENNEMAN: Okay.

MR. PATTON: Thank you so much,

El sie.

MS. BRENNEMAN: Thank you.

MR. MATTSON: That concl udes our
meeting. It's 11:58 a.m

(End of audi o)
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